Testing Monetary Policy Intentions in
Open Economies Jim Granato,* Melody Lo,f and M. C. Sunny WongJ Temple (2002) argues that the inflation level used in Romer (1993) According to the argument mentioned above, we use 1973 and 1990 as the cutoff points. We The magnitude of the difference between the sample periods can be expressed in the following way. As the average of inflation volatility for the sample period of 1973-1990 is 1.812 and that for the period of the 1990s is 1.364, a 1 SD increase in economic openness drops inflation volatility by only 14% for the period 1973-1990. However, during the 1990s, a 1 SD increase in economic openness reduces inflation volatility by 36%. 
Robustness Checks
We examine a set of additional factors to determine the sensitivity of our results. We consider several factors other than openness that could affect the policymaker's intention in policy making. 
Specification and Estimation
The standard methodology used in the literature to estimate the size of inflation persistence is an autoregression (Alogoskoufis and Smith 1991). For purposes of comparison, we measure annual inflation persistence for each country in our sample. An AR(4) has the best fit on the quarterly inflation data: We interpret zero inflation persistence as evidence that a country has adopted an extremely aggressive inflation stabilization policy so that there is no autocorrelation in the inflation series. We find this to be the case for 5 countries in the early floating period of 1973-1990 and for 12 countries in the later floating period of the 1990s. This situation occurs particularly in countries with a relatively high degree of openness.12
These results indicate that the negative relationship between economic openness and inflation persistence occurs only in the 1990s. This finding is robust using the alternative measure of inflation 10 The maximum number of lags to be included is set at four. We selected the optimal lag structure based on when the Akaike (1974) information criterion was smallest and the model residuals were free of serial correlation. 11
Among 82 countries in the sample, there are 7 countries (Colombia, Cote D'Ivoire, Dominica, India, Lesotho, Panama, and Seychelles) whose coefficients on the inflation lags of Equation 3.1 are negative. The negative coefficients indicate that the level of inflation in these countries tend to oscillate in sign. This finding, however, is not consistently observed in the existing inflation persistence literature. Therefore, we exclude these countries from our sample. We also exclude Kuwait from the sample because its inflation persistence appears to be zero across all sample periods. 12 In the 1990s, the average openness for a group of 12 countries with zero inflation persistence is 56%, which is much higher than that for the full sample of 74 countries (37%). Countries with zero inflation persistence do not enter regressions.
However, when we include these countries into regressions (22) 
Conclusion
In this article, we document that, in a sample of 102 countries, the correlation between economic openness and inflation variability is negative. We also demonstrate that the correlation between economic openness and inflation persistence is negative. Our findings provide a possible connection between economic openness and aggressiveness in monetary policy toward inflation stabilization. This is consistent with the argument by CGG (2001). This stands in contrast with the time consistency theory of policy suggested in Romer (1993) . We note that this finding is plausible because the cost of inflation target deviations is larger in more open economies (Temple  2002) . As a result, policymakers have a greater incentive to reduce deviations from the inflation target. We also find the relationship between economic openness and inflation volatility is strongest in the 1990s. There is also some evidence that this negative relationship between openness and the aggressiveness of monetary policy in the 1990s is more pronounced in developed countries than in developing countries. Also, our findings are consistent with the inflation targeting literature, where many countries engaged in a regime shift in monetary policy after 1990. We would add this refinement to those findings. Regime shifts in the 1990s have been most pronounced in countries that are the most open.
